FORM 1098-VLI:

SOFTWARE INC LENDER FILING RULES & PENALTIES

IRS-APPROVED IRIS TRANSMITTER FOR TAX YEAR 2026

About 1099FIRE

1099FIRE is an IRS-approved IRIS transmitter with validated TCC credentials. We provide end-to-end
information return filing services so your organization can file through IRIS without needing to obtain your
own TCC, build XML infrastructure, or manage the submission lifecycle in-house. Visit 1099fire.com to get
started.

What This Guide Covers
e Why Congress created a new lender reporting form for vehicle loan interest, and why 2026 is the
first year filing it is mandatory
e Who counts as a filer, and which loans and vehicles are actually reportable
e The boxes, thresholds, and deadlines that apply to Form 1098-VLI
e What failing to file, filing late, or filing wrong actually costs under IRC sections 6721 and 6722

Key Takeaway

For tax year 2026 (returns filed in early 2027), the transition relief the IRS gave lenders in 2025 ends.
Any lender that receives $600 or more in interest on a qualifying vehicle loan must file Form 1098-VLI
with the IRS and furnish a copy to the borrower, or face penalties under sections 6721 and 6722 of the
Internal Revenue Code.

Form 1098-VLI is new, but the filing infrastructure is not. It joins the rest of the 1099 series as one more
information return that moves through IRIS, counts toward the 10-return e-file mandate, and carries the
same penalty exposure as a late or missing 1099-INT.

Section 1: Why Form 1098-VLI Exists

1.1 The New Vehicle Loan Interest Deduction

The One, Big, Beautiful Bill Act, signed into law on July 4, 2025, created a temporary above-the-line
deduction for interest paid on a loan used to buy a personal-use passenger vehicle finally assembled in
the United States. The deduction applies to interest on loans originated after December 31, 2024, and
runs through the 2028 tax year. To administer it, the IRS needed a way to verify how much loan interest
each borrower actually paid in a year, so it created Form 1098-VLI as the lender-side reporting return.

1.2 2025 Was a Grace Period. 2026 Is Not.

For interest received in 2025, Treasury and the IRS issued Notice 2025-57, giving lenders transition
relief: no formal information return was required, and no penalty applied, as long as the lender made the
borrower's annual interest total and VIN available by January 31, 2026 through a statement, portal, or
similar means.

That relief was explicit and limited to one year. Starting with interest received in 2026, lenders must file
the actual Form 1098-VLI, on the IRS's schedule, under the IRS's standard penalty rules.
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s® Key Dates

2025 interest: transition relief only. No Form 1098-VLI required; borrower statement due by January 31,
2026; no penalties assessed.

2026 interest: full Form 1098-VLI filing required. Borrower statements due January 31, 2027; IRS filing
due February 28, 2027 on paper or March 31, 2027 electronically.

Section 2: Who Must File Form 1098-VLI

2.1 The $600 Threshold

Any person engaged in a trade or business who receives $600 or more in interest during the calendar
year on a single specified passenger vehicle loan (SPVL) from an individual, a decedent's estate, or a
nongrantor trust must file Form 1098-VLI and furnish a copy to the borrower. That covers banks, credit
unions, and captive finance companies, as well as any dealer or servicer that holds the note and collects
the interest directly.

One exception: filing is not required if the payer of record is a nonresident alien individual, a foreign
nongrantor trust, or a foreign estate.

2.2 What Makes a Loan Reportable
A loan is a specified passenger vehicle loan, and its interest is reportable, when it meets all of the
following:

e Indebtedness incurred after December 31, 2024

e Used to purchase an applicable passenger vehicle (defined below) for personal use

e Secured by a first lien on that vehicle

Customary financed items count toward the loan, including sales tax, dealer service contracts, extended
warranties, and other standard vehicle fees. Insurance premiums, unrelated property, and rolled-over
negative equity from a prior loan do not.

2.3 What Counts as an Applicable Passenger Vehicle

e Original use begins with the purchaser

¢ Manufactured for use on public streets, roads, and highways, with at least two wheels
e A car, minivan, van, SUV, pickup truck, or motorcycle

e Meets Clean Air Act emissions standards

e Gross vehicle weight rating under 14,000 pounds

e Final assembly in the United States

Section 3: What to File and When

3.1 The Form, Box by Box
Form 1098-VLI reports the following for each qualifying loan:
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Reports
Box 1 Vehicle loan interest received during the calendar year
Boxes 2a-2c Vehicle year, make, and model
Box 2d Vehicle Identification Number (VIN)
Box 3a Loan origination date
Box 3b Acquisition date, if the loan was purchased rather than originated
Box 4 Outstanding principal balance as of January 1
Box 5 Refund or credit of interest overpaid in a prior year
3.2 Deadlines

s$® Key Filing Deadlines (Tax Year 2026)

Furnish Copy B to the borrower by January 31, 2027.

File paper returns with the IRS by February 28, 2027.

File electronically with the IRS by March 31, 2027.

A deadline that falls on a weekend or federal holiday moves to the next business day.

3.3 The E-File Threshold

Once a filer's total information returns of all types reach 10 for the year, electronic filing is mandatory,
and Form 1098-VLI counts toward that total. With FIRE being retired, that filing now happens through
IRIS, the same system used for the rest of the 1099 series.

Section 4: Penalties for Not Filing

4.1 Two Separate Penalties

Failing to file a correct Form 1098-VLI with the IRS triggers a penalty under IRC section 6721. Failing to
furnish a correct copy to the borrower triggers a separate penalty under section 6722. Both can apply to
the same loan, so getting one return wrong exposes a lender to two penalties, not one.

When Corrected Per-Return Penalty (2026 rate)

Within 30 days of the due date $60
By August 1 $130
After August 1, or not filed at all $340

$680, or 10% of the interest required to be

il il G R reported, whichever is greater (no annual cap)

These are the currently published per-return rates for 2026; all four tiers are indexed for inflation and
adjusted annually, so confirm the exact figures in effect before relying on them for planning.
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4.2 Annual Caps

Outside of intentional disregard, both the 6721 and 6722 penalties are capped per calendar year, with a
lower cap for filers whose average annual gross receipts are $5 million or less over the prior three years.
Those caps also rise with inflation each year. Intentional disregard has no cap at all — every incorrect or
missing return is penalized in full.

4.3 Reasonable Cause

The IRS can waive both penalties if a lender shows the failure was due to reasonable cause and not
willful neglect. That generally means showing significant mitigating factors, or that the failure came from
events beyond the lender's control, and that the lender acted responsibly both before and after the
failure occurred.

@ The Bottom Line

2025 was a warm-up. Starting with interest received in 2026, Form 1098-VLI is a real information return
with real penalty exposure, filed the same way every other 1099-series form now is: through IRIS.
1099FIRE already holds IRIS authorization as an approved transmitter. Adding Form 1098-VLI to what
we file on your behalf does not require you to obtain your own TCC or go through IRS authorization
separately.

Get Ready for the 2026 Changes Before They're Due

Any lender that receives $600 or more in interest on a qualifying vehicle loan must file Form 1098-VLI, or

face penalties, we’re here to help!

Call 1099FIRE today at (480) 706-6474 or visit 1099fire.com

Disclaimer

This document is provided for general informational purposes only and does not constitute legal, tax, or accounting advice. IRS
systems, deadlines, forms, and requirements are subject to change, and final Form 1098-VLI instructions may differ from the
draft guidance summarized here. Please consult a qualified tax professional regarding your organization's specific filing
obligations.
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